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Mr. Willi.. F. Caton
Actinq Secretary
Federal Ca.aunications co..ission
1919 M Street, M.W., Roo. 222
Washington, D.C. 20554

Re: CC Pocket Mo. 94-1

Dear Mr. Caton:

Trans.itted herewith, on bahalf of the Mational Rural Teleco.
A8sociation, are an original and nine (9) copies of its co...nts in
the above-referenced proceeding.

In the event of any questions concerninq this JDatter, please
co..unicate with this office.
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In the Matter of

Price Cap Perforaance Review
for Local Exchange Carriers

)
)
)
)
)
)
)
)
)

CC Docket No. 94-1

COlIIIIII'1'S OF TIll NATIQIAL IDIAL TlLECQK MIOCIATIQIf

The National Rural Telecoa A••ociation (HRTA), by its

attorneys, file. the.e co...nts in response to the ca.ai••ion'.

February 16, 1994 Notice of Propoaed. Ruleaakinq (HPRN) in the

above-captioned proceeding.'

MRTA is an a••ociation of approxi..tely 300 local exchal'lge

carriers (LECs) that borrow under Rural Electrification Adainis­

tration (REA) and Rural Telephone Bank (RTS) proqraa.. The.e

loan progra.. are designed to help finance con.truction, iaprove­

aent and expansion of telephone facilities "to a••ure the avail­

ability of adequate telephone service to the widest practicable

nuaber of rural users of such service." 7 U.S.C. I 921.

NRTA agree. that a priaary goal of any action taken in this

proceeding reviewing price cap. (or any other proceeding) should

be ·pra.oting universal service to all geographic area. and of

1 Pri. SM PlrfPretPH ..yiew far LgcA4· Ixghanga carri....
Ifotica at PrAP"r' Aul••king, CC Docket No. 94-1, FCC 94-10
(released February 16, 1994).



ca-parable type and quality for all Aaericans at affordable

price•• "2 In particular, the goal of pro.oting nationwide in­

frastructure develo~nt and co~rable rural and urban type and

quality of service anould shape the Co..i.sion's policy on .ale.

and swaps of exchanges.

Facilitating .ale. of rural exchange. by price cap LECs is

an effective way to spur rural infrastructure developaent. The

ca.ai••ion correctly Ob.erve. (NPaM, ! 88) that acquisitions froa

price cap LECs by ...11 and rural LECs can

"proaote better infrastructure developaent by placing
exchallCJes in control of another LEC WhOM busine.. plan
aakes it IIOre c~itted to developinq iaproved service
in the exchallCJe,"

as well as improve efficiency and service quality. Inforaation

coapiled by the National Exchanqe Carrier Association (NECA)

provide. clear evidence that the ...11 and rural LEC. that typify

participants in NECA's traffic sensitive tariff bave an exeaplary

record of JIOdernizinq their rural service areas.]

Factor. contributillCJ to s.all and rural LEC.' ability to

follow through on their c~it..nt to an advancinq rural infra­

structure include their willingness, unlike Nny of the large.t

coapanies, to borrow under REA and RTB proqra.. with are. wide

covera.e and other obligations and restrictions. Many are al.o

helped by the existillCJ support ..chanis.. , including the Univer-

2 IIPItII at , 34 (footnote O1litted); ... alllO , 36, "_line
I ••ue 16 (_king co_ent about enaurinq geographic availability
and "equal" .ervice type and quality for all Aaericans).

] NIlCA,
Bural IMricA:

.Alding tv zeIN 'DigaiiAM Infru1;l:YCture ia
Acbiev_nts Toya,rd the ProaiH (1994).
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sal Service Puncl (USF) and Dial BcpIipllent Kinut.. (DDI)

weiCJbting •4

NRrA is pI..... that the c~is.ion recovni... that trans­

ferring ownership of rural exchanges to LlCs that apecialize in

rural .ervice can have .ubstantial benefits. There are nuaeroua

rural exchanges where custoaers would benefit fro- -adernization

that could brinq new aedical and educational _rvice., econoaic

renewal and acce.s to information reaource.. The recent aalea

and swaps of often-uniaproved exchange. by price cap LlCs indi­

cate that network upgrades are not ubiquitously available.

conaequently, universal service "of coaparable type and quality"

is not available for "all ~ricans," let alone available "at

affordable prices." The age of a~ of the facilities daaon-

atrates that this laq in rural exchanqe development by the

selling price cap LlCs was already occurring under rate of return

regulation. However, the state of develop.ent of the exchanges

offered for sale also showa that price cap regulation has not

supplied new incentive. to upqrade rural service, notwith.tandinq

the Ca.ai..ion's predictions in adopting the price caps reqi... s

NItTA is concerned that the RPRJ( .ay si9nal 'the cc.aission's

intention to curtail high coat aupport or shift the burden in a

way that would inhibit aale. and swaps of exchange. and thu.

4 _11 and rural LlC. need acIecp1ate support to continua to
evolve their network. to ..ke new technology and services avail­
able.

5 _ Pqlig apd IulM ceec.ming IA1;H (or O=i_1:
carriers, CC Docket Ro. 87-313, 5 PCC Red. 6786, 6827 (1993).

3



,

fru.trat. incr..... in n.twork effici.ncy and benefit. for rural

cu.tcmer••

AlthoQgh the ca.ai••ion say. waiv.rs should be available for

transactions that "_It••conoaic ..n••," it nev.rthel••••xpr•••-

.s .isgivings aboUt ..v.ral pot.ntial r.sults of such sal.s and

swaps of .xchang.s: po••ible increa..s in access rat.. , in­

cr.ased high cost support frOll the Univer.al S.rvice rund (USF)

and triple DElI w.ighting, and po••ible inc.ntiv.. to postpone

.ad.rnization of rural price cap .xchanqe. in anticipation of

sale to a rat. of r.turn LEC. To avoid "unintended windfall."

and "artificially incr.as.d" support, the co..i.sion plans to

consid.r wheth.r to change its curr.nt polici.. or adopt r.stric­

tiv. waiver standards. Froa the perspective of rate of r.turn

LECs that acquir. rural exchanges and the custoaer. of the

exchanges, it would be unconscionabl. to treat upcJra4ecl _rvice

due to tran.f.r to a s.rving LEC ca.aitted to a hiqh quality,

.volving rural infraatructur. a. a "windfall" or an "artificial"

inor.... in .upport.

MRTA strongly urve. the C~i.aion not to place any addi­

tional Ob.tacl.. in th. way of transactions that will benefit the

rural cu.toaers of pric. cap LlCs.' The Ca.ai••ion should not

Ii.it or deny support ..chanis.. to acquir.d .xchanges because

lIIt'rA cIoetJ not have INfficient inforaation on bow sa1_
aIICI .,... atfect price cap LlC.' QlMtratiONJ to a_at Oil wbet.ber
an acljuatae..t to .... price cap factor My be appropriate.
Howev.r, tM C~i_iOft lIbould not adopt requlr..."c. tbat voul.
diaoouraqe a price cap LIe fra. ..llinq unillproved rurale~
wi~ou.t a_uriftCJ ttaat tbe affected rural cuatoaer. ar. not l.ft
with second or third class _rvice.
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th.t would diacri.inate ag.in.t the cuata.er. aerv" by ~e

exch...... .nd the .cquirinq LEe. The purpo.. ot Wliveraal

service ..chani_ ia to provide cuatoaer. with evolving ..rvicu

and facilities at affordable pric... Th. inter••t. of cu.toaer.

Mould not be sacrificed becau.. of who OWJUI the ••rving f.cili­

tie••

'l'ba que.tion of wh.ther the univer.al .ervice support

aecb.ni_ are properly con.tructed and targetecl ia beyond tb•

• cope of this proceeding. The Ca.ai.sion has alre.dy .tated that

it will re.x••ine universal service support in a .eparate pro­

ceedinq. support i ••ue. are al.o under scrutiny under National

Association of Regulatory utility co..issions and Federal-State

Joint Board proc••••s. In addition, both H.R. 3636 and 8.1822,

bills pending before Conqr••• , would profoundly chang. univer.al

..rvice .upport ..ch.ni.... Tr.n.ferred .xch.ng•• and their

purcha.inq LEc. .hould receive .upport pur.uant to c~i••ion­

pr.scribed ..cbanis.. -- as they exist today or .a th.y aay be

aodified due to pending reCJ\llatory or legislative review.

It would be unduly harsh to force pric. c.p LlC. th.t ..11

.xch.nges to und.rwrit. difference. in rate. and .upport under

curr.nt .nd future cOllP8titiv. condition.. To be sur., when the

Ca.aiaaion allowed LlCs to withdraw fro. NECA tariffs by ..king

participation optional in 1987, it expected large dePOOlinq

c.rrier. to ..int.in reasonable r.te. for custoaer. throughout

their .ervic. ar.... since th.n, however, the Ca.ai••ion has

chanqed it. policies toward ca.petition and concurr.ntly perait-
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ted &Ccetla cba~ "'veraqinq. 7

The policy that would be aoat conaiatent with infraatructure

devel~nt would be to encourage ••le. of exchangea to rural

LECs by price cap coapanies and aake high cost .upport and other

support and allocation policies available to the purcha.er under

the dUly pre.cribed aechani.... If the co.t of aupportinq hiqh

coat area infraatructure dev.l~nt and affordable rate. in­

crea.e., the ca.ai••ion .hould recoqnize that a. a coat of

protecting and enhancinq univeraal service, while encouraqinq

cc.petition. a

The caa.i••ion should a.ain con.ider allowing a rate of

return LEC to acquire one or ]lOre exchanqe. of a price. caps LIIC

and return the. to rate ot return r89Ulation without a waiver, a.

long a. the acquired exchange. are a..llar (~ have fewer

access lines) than the acquirinq LEe. It should seek to advance

consuaer interest. in acting upon .tudy area waiver reque.t.,

rather than bowinq to pre••ure. to prevent universal aervice

.upport trOll increasinq. The co_is.ion should al.o allow

purchasing LECa to obtain additional Universal service Fund

.upport without brinqing into play the teaporary cap and Inclexllt19

7 '_31s 1 IIIt;araq'3,ntlM 'iAA LeO'1 'h1gm,.·-==
lAgi1i,i., CC Doo~ Mo. 91-1.1, 7 PCC Reel 7369, (1992)~ .•
Q8 reggp., • POC ~ 127 (1992), 781i1led, • PeC Rod 7341 (1993),
1WUIft· .Mi. 'n1 ••S,1 pe_i.. r't De. Ie"" AtlMttic ewa, v,
ICC, Mo. 92-1619 (D.C. cir., filed Mov. 25, 1992); ... a"aq OC
Docket No. 91-141, • FCC Red 7374 (1993) •

.. J. Pan.ar and S. "i1"n, ,_titi. 11 the I,.""
'amb·.,.; Approariate Po"1cie. to lAintain UoiyerM" '.rv1a in
Bural Area••
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..cIlani_. The CJrowtb of the VSI' when high coat properti.. are

purchaaecl Mould not COIle at the expen.e of le.. .upport for

other recipient••

If the .elling price cap LlC beea.. obliqated to .ake

exogenous cost deductions for any increa.es in the purcha.ing

LlC'. VSF or CCL rate., sales of exchange. could caa.. or de­

cline. Rural ou.tOllers would be penalized, sinoe it is not

likely that price cap LECs would upgrade rural network caPabili­

tie. and service. if they could not recover the additional coat.

of widespread rural upgrade. through higher rate.. As increasing

acce•• ca.petition and e..rginq local co.petition lead to acre

density- and. cost-baaed deaveraging by LEC. with both urban and

rural .ervice territory, rural consuaers' rates would continue to

ri.., while their service and infra.tructure developllent would

decline. To 84JUalize the burden on cOJll)8ting service provider.,

the Co.-iuion should concentrate on expanding the obligation to

contribute towards univer..l service to cover all providers that

do not bave a universal service obligation.

CAncluaiOO

The Ca.ai••ion abould, a. the MPRM state., praaote univer.al

service for all geographic area. and of coaparable type and

quality for all cuatoaer••

'1'0 do so, the Ca.ai••ion should encourage price ~p LECa t.o

..11 rural exchanges to rural LIes and provide rural cu.ta.ers

with the full benefits of all universal .ervice support JaeCha­

ni__ that are in effect. Any change. to support ..chani...
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should be considered in the pendillCJ or announced procaedil\CJa

dealing with universal service issues.

Respectfully subaittect,

Kay 9, 1994

By:

BA7:Z~TIOM

lsI Margot S.iley HQllPbrey /f~
KOTED , NArTALIM
1150 Connecticut Avenue, N.W.
suite 1000
Washington, D.C. 20036
(202) 467-5700

Its Attorneys

8



I, Richard D. ..••i., a .ecr.tary in the 1." fira of

Koteen , Naftalin, do hereby c.rtify that I hav. this date caused

the foreqoinq to be delivered by hand, to the followinq:

cgTIlICATI or SPYICI

*Tariff Divi.ion
C~n carrier Bur.au
1919 II street, N.W., Rooa 518
"••hiRCJton, D.C. 20554

*International Transcription Service, Inc.
1919 II stre.t, N.W., Rooa 246
"••hinqton, D.C. 20554

By:
1./ Richard D. ..••i.

May 9, 1994

*By hand d.liv.ry

,


